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TME PAST'S FUTURE* 

C1 West Churchmn 

University of Cal i fornia ,  Berkeley 

Reading t h e  papers f o r  presenta t ion  a t  t h i s  conference was q u i t e  

impressive t o  m e  a s  philosopher, It mlght be accurate t o  say the  theme o f  

t he  conference is a s  much the  philosophy of accounting as  it is accounting 

theory, s ince  s o  many of the  speakers have dipped i n t o  philosophical  

l i t e r a t u r e  and philosophical  concepts. 

I need not apologize, therefore ,  because t h i s  paper a l s o  ta l~es on so 

s t rong a philosophfcal r o l e ,  But i n  addi t ion  t o  the  philosophical discussion 

B a l s o  have a very p r a c t i c a l  quest ion t o  raise about the  s t r a t egy  of t h e  

prac t ic ing  accountant. 

My philosophical  quest ion has t o  deal  with t h e  r o l e  of the  f u t u r e  i n  

attempts t o  describe the  pas t .  The p r a c t i c a l  t r a n s l a t i o n  of t h i s  problem 

is  the extent  to which the  accountant per - s e  needs t o  become involved i n  

some Porn of forecas t ing ,  

Cornon sense provides a r a t h e r  ready answer t o  the  question 06 t h e  

s o l e  of the fu tu re  in t h e  attempts t o  describe the  pas t ;  the  fu tu re  has 

no r o l e ,  That is t o  say, the  p rac t i c ing  accountant need not  concern himself  

with forecas t ing;  perhaps one might want t o  go s o  f a r  a s  t o  say t h a t  the 

prac t i c ing  accountant, e spec ia l ly  the C . P . A , ,  i s  obl iga ted  t o  keep h%mself 

f r e e  of forecas ts .  

Bui l t  i n t o  t h i s  comon sense reply t o  the  quest ion is a preconceptfon, 

Many of us have come t o  recognize how treacherous c on sense preconceptions 

can become, e spec ia l ly  a s  they d ig  themselves l i k e  t i c k s  i n t o  the  l i v i n g  

*Presented a t  the  Theory Symposiup, University of Florida,  Gainesvi lbe,  
March 12-13, 19'(0. 



f l e s h  of a s c i e n t i f i c  d i sc ip l ine .  A s tudent  of mine has been conducting 

what he c a l l s  '%la& box experiments." The sub jec t  has a black box whose 

""theory" he i s  supposed t o  describe.  H e  g e t s  h i s  i n f o m a t i o n  by p u t t i n g  

four nmbers  i n t o  the  box, then observing t h e  four d i g i t  output ,  I n  one 

of the  black boxes t h e  output is  the  t i m e  of day. It takes many of the 

suBJects q u i t e  a b i t  of e f f o r t  t o  r e a l i z e  t h a t  the re  is no re la t ionsh ip  

between whah: they a r e  put t ing  i n  and what is  corning ou t ,  because ""tim of' 

day" is not one of t h e i r  preconceptions f o r  such a black box. This i s  

j u s t  i l l u s t r a t i v e  of the  kind of f i x  t h a t  our preconceptions can gat us I n t o ,  

Professors o f t en  t e l l  t h e i r  s tudents  t o  "write down a l l  of t h e i r  preconcentionsv*' 

but this piece of advice may be of l i t t l e  value,  because i f  one could w r f t e  

d o n  h i s  i m o s t  preconceptions then they would not  be "inmost." In Inthis 

conference, however, i t  is  poss ib le  t h a t  an ou t s ide r ,  joining i n  a sarlous 

discussion with t lheore t ic ims and p rac t i t ione r s ,  may p e r f o m  sme sewice 

by wr i t ing  d m  what he observes t o  be rorae cannaon preconceptione which 

seem to Be the  foundations of accounting theory. In  a way, it is t h e  broad 

task  of philosophy t o  s h a t t e r  the  o l d  t a b l e t s ,  s o  t o  speak, As Nletzsche 

sa id ,  ""Ail the s e c r e t e  of your foundation muat coBe t o  l i g h t ;  when you are 

uprooted m d  broken i n  the  sun, your Pie  w i l l  be separable from your 

t r u t h ,  "'l 

Suppose w e  begin with the  c m o n s e n s e  preconception j u s t  =ntioned. 

Thihs i s  t h e  preconception of a mind '%bound t o  t h e  past." For such a miad 

the past  is sure; it is a "fact ,"  a ffm foundation, value f r e e ,  The future, 

however, is w h o m ,  uncertain,  vague, treacherous, and threatening,  and, 

A 
F, Nietzsche, Thus Spoke Zarathustra,  Gatway Edit ion,  p. 93, 

translated by M. Covan.  



i f  you wish, value-loaded. For the  past-bomd w e  a l l  k n w  how we have 

l ived.  But what can w e  know of l i f e  i n  t h e  Suture, o r  l i f e  a f t e r  death? 

%o h i s t o r i c a l  exmples  w i l l  euff ice .  David H ~ I P ~  &41 h i s  famous 

Trea t i se  argues tha t  t h e  fu tu re  is not  knom i n  t h e  senee t h a t  dgrect 

experience is k n m .  Indeed, f r m  Bmek point  of view, t h e  k%nd o f  

knowledge t h a t  a r i s e s  f r m  experience and memory i s  t o t a l l y  d i f fe ren t  from 

t h e  kfnd of knowledge t h a t  is en ta i l ed  i n  forecast ing.  W m e  believes that 

it Is n a t u r a l  f o r  people t o  try t o  forecast .  h y o n e  having seen a fbaah 

would expect t h a t  the  noise  of s n  explosion w i l l  occur, o r  having seen the 

heat  on the  s tove  t h a t  i t  w i l l  cause a sensation of wamth. But this fs 

expectat ion based on habi t ,  and is t o t a l l y  d i f fe ren t  from the  knnd of 

knowledge which we acquire f r m  observation. If w e  were t o  p l o t  a chart 

i n  which the  ordinate  shows ce r ta in ty  and the  abscissa  time, then up to 

the  laaonnent of the  t i m e  of t h e  experience, the re  is no ce r ta in ty  at a l l ,  

A t  the  t$me of the  experience, the re  i s  a sense impresoion, and i f  it is 

in tense  enough, the re  i s  considerable ce r t a in ty  at tached t o  it.  After  

t h i s  point  i n  t i m e ,  s a i d  Mum, the re  w i l l  be a decay of c e r t a i n t y  as 

memory en te r s  i n  and begins t o  d i s t o r t  what has been d i r e c t l y  observed, 

A second exanzple comes from the  s t o r y  of h i s t o r i c a l  method i n t o  

the  nineteenth century when von Ranke made the  d i s t i n c t i o n  between u 'of f i+e ia l 'Q 

reeosde where one can obta in  ob jec t iv i ty ,  a d  the  "subjective" accounts s f  

eye witnesses and other  individual@. Voa Ranke was arguing t h a t  the historian's 

job is t o  s i f t  out  t h e  subject ive  accounts t h a t  have no real ob jec t iv i ty  

and devote h i s  t i m e  t o  ass imi la t ing  and accurately recording h i s t o r i c a l  

events a s  t iey a r e  wr i t t en  d o n  i n  various kinds of recorda. Tba dailariory 

between von bnke"  philosophy and the  one t h a t  many accountmts  hold seems 

notable. The operating statement and t h e  balance sheet  a r e  frequently 



regarded as the  r e s u l t s  of the  o f f i c i a l  records of the  company, carefully 

exmined by the  accountant, and a r a  not based on subject ive  i m p r e ~ s i s n e  

of managers and o the r  individuals .  

I n  order t o  look ca re fu l ly  a t  the  comraon sense preconception that 

the  fu tu re  plays no r o l e  i n  the  pas t ,  suppose w e  write out  four proposftioas 

f o r  consideration. I n  order t o  do t h i s  w e  need t o  say something about 

systems and especia l ly  t h e i r  conaponents. I n  systeaa science,  a s p s t m  

conceived a s  a set of cmponenta which play the  r o l e  of serving the b e ~ i e  

purposes of the  whole system. I n  designing such systems, the  ayarteme 

s c i e n t i s t  has t o  pay due regard t o  t h e  way i n  which the  effeet ivenese of 

one component is re la ted  t o  t h e  ef fec t iveness  of another. 

In  the  simplest case,  we say t h a t  one component A is "separableB8 

from another cornponeat B i f  the  ef fec t iveness  of A does not depend i n  any 

way on the  ef fec t iveness  of B. I f  w e  could write d t h e  re la t ionship  

i n  mathematical terns w e  would say tha t  A ' s  e f fec t iveness  i s  measured by 

var iables  d i c h  are cauaally independent of the  a c t i v i t i e s  occurring i n  B, 2 

For example, i f  two workers a r e  engaged i n  digging a d i t ch  it may happen 

tha t  the  ef fec t iveness  of one worker is  l a rge ly  independent of t h e  effective-- 

ness of the other. Even i n  t h i s  simple case, however, one might suspect 

that pure separab i l i ty  does not occur. Indeed, it is s a f e  t o  say that pure 

separab i l i ty  never occurs i n  s o c i a l  systemas. 

L The concept is o f ten  expressed by saying t h a t  t h e  t o t a l  8ystem's 
s e p a r a b i l i t y  can be represented i n  a l i n e a r  f o m ,  i.e., a s  a l i n e a r  
function of the  ef fec t iveness  of each of the  components. I n  this regard 
i t  should be noted t h a t  one could not a r r i v e  a t  euch a judgment of linearity 
without having taken a look at  t h e  l a r g e r  systean and made sme judgment 
about it. So even i n  t h e  case where the systems s c i e n t i s t  a r r i v e s  a t  a 
l i n e a r  function sme nonl inea r i t i e s  have probably crept  i n t o  h i8  
considerations. 



N w  let  us book a t  a System t h e  purpose of which is  t o  t e l l  ae nearly 

a s  poss ib le  the  accura te  s t o r y  of what has happened, a s  w e l l  a s  what w i l l  

happen. I n  such a system we  c o d d  iden t i fy  two a c t i v i t i e s ,  one of which 

devotee i t s e l f  p r h a r i l y  t o  t e l l i n g  as accura te ly  as poss ib le  what has 

happened (o r  is happening), and t h e  o the r  t o  t e l l i n g  what w i l l  happen, 

The four proposi t ions a r e  the  following: 

l, The a c t i v i t y  of estilonating what has happened i n  the  paat f o  

separable from the  a c t i v i t y  of est imating what w i l l  happen i n  the  f u t u r e ,  

An abbreviated f o m  of t h i s  proposi t ion might be "past reckoning is 

separable from fu tu re  reckoning." 

2. Future reckoning is separable from pas t  reckoning. 

3 .  Any s p e c i f i c  a c t i v i t y  of est imating what has happened i n  the p a s t  - 

can be evaluated along an ef fec t iveness  scale ranging from 0 o r  a negatfve - 

number t o  sme maxilnum pos i t ive  nmber ,  

In o the r  words, t h i s  proposi t ion s t a t e s  t h a t  i t  i s  poss ib le  t o  describe 

what has happcsaed i n  the  pas t  and one can do so  with more o r  l e e s  

ef fec t iveness ,  The proposi t ion does not s t a t e  one can describe the p a s t  - 
with complete accuracy; it only s t a t e s  t h a t  there  i s  a worse and a better 

method of describing the  pas t .  A b r i e f  version of t h i s  statement would 

be "howledge of the  pas t  is possible." 

4 ,  Knowledge of t h e  fu tu re  is possible.  

Here, a s  i n  proposi t ion No. 2, I have used the  abbreviated f o m ,  

Now w e  can br ing  i n  a log ic ian  t o  consider our four proposi t ions;  he 

w i l l  te l l  us tha t  these  can be accepted o r  denied, each one i n  turn ,  and 

t h a t  the  r e s u l t  of such acceptances and denia ls  a r e  16 poss ib le  poeit iona,  

Thue, one can accept 911 four of the  proposi t ions,  o r  one could accept t h e  

f i r s t  three  and deny the  four th ,  e t c .  However, there  is  a considerat ion 



which reduces the  list of poss ib le  opinions which these  four proposi t ions 

express. Suppose, f o r  example, t h a t  you bel ieve  t h a t  proposi t ion No, 4 

ds f a l s e ;  t h a t  is, you do not  be l ieve  t h a t  knowledge of the  fu tu re  bs 

possible.  In  the  way i n  which I have expressed the  meaning of proposi t ion 

No, 4 ,  your den ia l  mounts  t o  your saying t h a t  any a c t i v i t y  engaged in 

t ry ing t o  s tudy the  fu tu re  w i l l  be absolutely ineffec t ive .  Hence you 

bel ieve  the re  is  no ef fec t iveness  measure associa ted  with such an activity, 

I f  now w e  look eat proposi t ion No. 2,  which I n  its complete f o m  saya tha: 

the a c t i v i t y  of esti-ting what w i l l  happen i n  the  fu tu re  is separable 

from the  a c t i v i t y  of e s t i m t i n g  what w i l l  happen i n  the  pas t ,  we see that  

the  proposi t ion is  l a rge ly  meaningless i f  one has already accepted the 

i dea  ehat  knowledge of the  f u t u r e  is not possible. What t h e  log ic ian  

suggests  a t  t h i s  point  is a "vacuoue 'b t ipula t ion  regarding the  concept 

of s e p a r a b i l i t y ,  i ,e.,  a  kind of a r b i r r a r p  decision as t o  what is to be 

done when an a c t i v i t y  has no ef fec t iveness  measure associated with it, 

The a r b i t r a r y  decis ion  m d e  he re  w i l l  be t h a t  i f  one argues t h a t  an activity 

has no effectPveness with respect  t o  t h e  t o t a l  systera, then one a rb i t ra r i ly  

s t a t e s  such an a c t i v i t y  is non-separable f r m  a l l  o the r  a c t i v i t i e s ,  
3 

I f  w e  make our a r b i t r a t y  s t i p u l a t i o n ,  it therefore  follows t h a t  i f  

one! denies proposi t ion No. 4 he w i l l  a l s o  deny proposi t ion No. 2 ,  E'ut 

a t h e w i s e ,  i f  he accepts  proposi t ion No. 2 he is cozmnitted t o  accepting 

proposi t ion No. 4. mis means t h a t  one emnot  under t h e  a r b i t r a r y  a ~ t i p u l a t i o a  

cons is tent ly  accept proposrition No. 2 and deny proposition No, 4. SLiminrilarly, 

3me s i t u a t i o n  is very ouch l i k e  the  one ppetasining t o  the  so-called 
null c l a s s  i n  Boolean algebra,  where t h e  log ic ian  has t o  decide whether a 
elass ehat has no members belongs o r  doee not belong t o  o t h e r  c l a s ses ,  
I n  log ic ,  i t  has been cus tomry  t o  say t h a t  the  n u l l  c l a s s  belongs t o  a l l  
c l a s ses ;  t h i s  r u l e  produces c e r t a i n  conveniences i n  the  calculus.  



o m  cannot accept proposi t ion No. 1 and deny No. 3. 

One f i n a l  minor point  r u l e s  out  another two p o s s i b i l i t i e s ;  a position 

*ich asserts t h a t  knowledge of t h e  pas t  is poss ib le  (accepts No. 3) b u t  

is non-separable from the  howladge of t h e  f u t u r e  (denies No. l ) ,  and goes 

on t o  say t h a t  knowledge of t h e  fu tu ra  is  intpossible (denies No. 4) would 

be a r id iculous  pos i t ion  t o  take. A s i m i l a r  remark can b@ made for the 

""da1'bof t h i s  i n  which pas t  zmd fu tu re  a r e  interchanged. 

m a t  remains a r e  seven consietent  proposals a s  follows: (WIE use 

the  convention t h a t  an apostrophe a f t e r  the  number represents  t h e  denia l  

of the  proposition.) : 

1, 2, 3, 4: "Separated pas t  and future." 

1, 2 ° ,  3, 4 :  ""Foreasting from the  past." 

1" 2, 3, 4: "Past reckoning from t h e  future. '" 

1, 2 ' ,  3, 4" "Past but  no f u t u r e  reckoning." 

1" 2, 3 ' ,  4: '"ture but  no pas t  reckoning." 

1" 2 ' ,  3, 4: "Integrated pas t  and future." 

1 \ 2 , 3 ', 4' : "Skepticism. '" 

WBth appropriate apologies for t h i s  l o g i c a l  axere ise ,  sugpaae now 

w e  e x a d n e  these  seven consis tent  s tatements,  o r  r a t h e r  a l l  of them except 

the  l a s t .  I assume t h a t  i n  t h i s  audience the re  can be no r e a l  interest in 

skepticirrm, because i f  one were t o  adopt it, the  whole a c t i v i t y  of t h e  

accounting profession becoares a kind of sardonic joke. 

I n  t h i s  exminat&on,  as I hinted  a t  the  beginning, I would l i k e  t o  

t&e both an epistemological and a s t r a t e g i c  look a t  the  proposi t ions,  By 

a s t r a t e g i c  look, I s e a a  t h a t  a p r a c t i t i o n e r  might agree, f o r  exmpla ,  

t h a t  the  fu tu re  can be predicted,  but assert t h a t  it  is  none of h i s  business 

t o  p red ic t  it. I gather  t h i s  f ee l ing  h a  entered i n t o  some of the? pol ic ies  



regarding C P S b .  I 'll  be in te res ted  i n  both the  epiatemologieal and t h e  

s t r a t e g i c  discussion of t h e  propositions. 

A t  t h e  ou t se t  I lnentioned what I thought would be a cowon 

preconception; namely, t h a t  one could t e l l  t h e  pas t  but one could lnot t e l l  

the  fu tu re ,  o r  s t r a t e g i c a l l y  i t  is none of h i s  business t o  t e l l  the  future, 

This is  expressed i n  the  fourth of the  list of pos i t ions  which I have dubbed 

""Past but no fu tu re  reckoning." It is a series of propositions that has 

of ten  been accepted by s t rong p o s i t i v i s t s ,  o r  individuals  i n  d i sc ip l ines  

I fke  h i s to ry  who have f e l t  t h a t  man can know what h i s  pas t  has been lihke, 

but is e m p l e t e l y  incapable of predic t ing t h e  fu tu re  even approximtely ,  

We'll see  as w e  progress i n  t h e  discuesion t h a t  t h i s  pa r t i cu la r  piece of 

cornon sense has mny shades of meaning. 

The opposite of the  c on sense posi t ion  is the  one I have called 

""Fture but no past.'-his says t h a t  one can t e l l  very w e l l  what i s  going 

t o  happen, but  one cannot te l l  what d id  happen. For exmple ,  a  man whose 

wife has j u s t  t o l d  him t h a t  she  is  going t o  divorce him and marrg the  

iceman believes he can p red ic t  what w i l l  happen, but does not have any 

idea  what d id  happen. However, the re  is no d i s c i p l i n e  of scienee that I 

know of which would accept t h i s  combination of a sse r t ions  emd denials, 

The past  has always been such a fundanaental p a r t  of s c i e n t i f i c  inquiry 

that t o  d e w  the  p o s s i b i l i t y  of saying mything sens ib le  about i t  would 

seem t o  aim a t  the very h e a r t  of t h e  s c i e n t i f i c  method i t s e l f .  

me posi t ion ,  however, t h a t  I want t o  argue most s trongly for ,  and 

which 1s the  "deadly enmy" of t h e  comon senea preconception, f a  the one 

ca l l ed  ""Xtegrated paee and future.'"ie pos i t ion ,  too,  has mny different 

shades of maning,  depending on how t h e  fu tu re  e n t e r s  i n t o  the  de temina t ion  

of the  past .  I want t o  give its s t rongest  poss ib le  meaning, and for this 



purpose I'll t u rn  t o  operat ions research. 

Professor Chmbers i n  h i s  paper makes a d i s t i n c t i o n  between a ' 9 re~~or ten  

and '$physical fact ."  H e  i l l u s t r a t e s  t h i s  i n  t h e  ease of inventory, where* 

he says ,  the  repor t  contains the  i t e m s  described by numbers, whereas the 

physical  f a c t s  a r e  t h e  items ac tua l ly  i n  inventory t h a t  can be observed, 

From t h i s  i l l u s t r a t i o n  one might i n f e r ,  a s  d id  Hume i n  the  discussion above, 

t h a t  the  d i r e c t  observation of t h e  physical  condit ion of inventoryr is more 

r e l i a b l e  than the  r epor t ,  t he  repor t  representing Nume" 'Qecay i n  memorye'' 

But the  quest ion t h a t  faces the  operat ions researcher is  the  meaning 

of "rel iable."  me operat ions researcher ' s  t a s k  i s  t o  a s s i s t  the  decision 

maker i n  con t ro l l ing  inventow;  he w i l l  do t h i s  by t ry ing t o  decide on t h e  

optimal arnounts t o  be ordered i n t o  Pnventorg a t  various points  of time, 

Now what a r e  the  appropriate d a t a  t h a t  the  operat ions researcher shou ld  

use i n  making h i s  study i n  order  t o  a s s i s t  t h e  decis ion  maker? An obvious 

reply  t o  t h i s  question, a reply t h a t  is  contained i n  many operatfcsweg 

research t e x t ,  is t o  say t h a t  t h e  operat ions researcher should examine p a s t  

invoices. The s tudent  is  t o l d  t o  make a frequency c h a r t ,  using certain 

i n t e rna l8  of t i m e ,  e.g., a day, a week, o r  a month. This provide8 the basis 

of h i s  in fe r r ing  the  probabi l i ty  d i s t r i b u t i o n  of demand on inventory, We 

is also cautioned t o  observe t rends  i n  t i m e ,  e.g., seasonal fluctuations, 

or  gradually r i s i n g  o r  f a l l i n g  s a l e s  demand, and t o  ext rapola te  i n t o  the  

f u t u r e  on the  bas i s  of these trends. 

m e s e  recom@ndations t o  t h e  operat ions research student  fn fact  are 

based on what I l abe l l ed  ""Future reckoning from the  past, ' '  i.e., the  recow- 

mendations are based on the  assumption t h a t  pas t  reckoning is  independent 

of f u t u r e  reckoning but  not v ice  versa. But a moment" r e f l e c t i o n  shows 

the weakness of t h i s  pos i t ion ,  Suppose, f o r  example, t h a t  the re  frs a 



seasonal fluctuation of demand. Then it lnay be very sensible durfng the 

off-season to reduce prices and increase advertisemeat in order to smooth 

the demmd cume. If this were done, then obviously the use of wen 

careful statistical analysis ;of past data, and an extrapolation of seasonal 

fluctuations into the future would be largely irrelevant because a new kind 

of demnd system would have been created. In the language of system eeience 

discussed above, it is quite obvious that the demnd system is not separable 

frm the inventory systm. If one does use past demand and mkas t h e  ktnde 

of extrapolations mntioned above, he is making a very strong systemic 

judment, namely, that nothing can be changed about the demand caystem* sag,, 

becrnusa the rnanagers are reluctant to make such changes or else because the 

customers are fixed in their patterns of purchasing. 

The saare remarks apply to the detenaination of cost by operations 

researchers, Obviously in the case of inventory it is necessary to 

deternine the cost of holding item in inventory. This cost is an opportunity 

cost. It is an inference as to how a dollar releaeed from inventoq could 

best be spent in some other activity of the fiw. Opportunity eoets are 

what some philosophers of science cell "counterfactual conditionale, b t5  

The comterfactual conditimal has the fonn, "If X were to occur, then Y 

would oecur." In the case of the cost of holding inventory, for axmple,  

the comterfactual conditional is "If invesntory were to be reduced by such 

and sueh an mount, then the releasdfunde could optimally be used to y i e l d  

P percent return.'"t is to be noted that the demand on inventory is also 

an 'bpportunity demand," Le., based on counterfactual conditional of the  

fom, ""X sueh and such were to be done to the demand system, then the 

demand function would be so and soe'' 

'see Nelson Goodman, Pact, Pictlon and Forecast. 



m a t  is  it t h a t  the  operat ions researcher observes i n  order t o  

provide i n f o m a t i o n  f o r  decision--king purposes? We have heard a good 

deal  a t  t h i s  conference about how in fomat ion  should be generated f o r  

decision-making, s o  t h a t  t h e  question is q u i t e  relevant:  what does one 

observe i n  order t o  v e r i f y  a counterfactual  condit ional? A t  f i r s t  glance, 

the  problem seem impossible t o  solve; how can I observe anythLng i n  order 

60 Judge what would happen (but never does)? This is why Goodman calls 

these  condit ionals  "counterfactual." 'Thr premises never '%in fact" ooecur 

i n  nature. So it begim t o  appear a s  though opera t iom researchers must 

be s p i m i n g  t h e i r  wheels. 

But the  s i t u a t i o n  is not hopeless. I f  one were wi l l ing  to make a 

judgaaeng about t h e  fu tu re  of t h e  whole system, then on the  bas i s  of t h i s  

judgnrent he would be j u s t i f i e d  i n  using a c e r t a i n  kind of data. Suppose, 

f o r  exmple ,  t h a t  one m k e s  a judgaaent t h a t  nothing can be changed about 

d system. Then on t h e  bas i s  of t h i s  judgntent and the  addiktiona.8 

Judgment t h a t  the  system w i l l  e x i s t  i n  e s s e n t i a l l y  t h e  sarne enviroment  as 

i t  has i n  the  pas t ,  one would be j u s t i f i e d  i n  taking pas t  invoices and 

perfoming the  exerc ise  spec i f i ed  above, i.e., ext rapola t ing i n t o  the 

fu tu re  and using these  ext rapola t ions  a@ t h e  bas i s  f o r  calculatjlng optimal 

inventory policy, I n  o ther  words, i f  a etrong systemic j u d p e n t  is mde, 

then a c e r t a i n  kind of da ta  bank based on pas t  observation e m  be said 

t o  be "authorized." If no systemic judgnnent seems sens ib le  t o  make, then 

of course t h e  operat ions researcher must regard the  problem as intractable, 

W e  see  t h a t  i n f o m a t i o n  f o r  decision-making is r e a l l y  a compound of 

a t  l e a s t  two kinds of a c t i v i t i e s :  t h e  one concerned with a 

c e r t a i n  set of data  f o r  use on t h e  analys is ,  and t h e  o ther  i n  the c o l l e c t i o n  

of the  data  i t s e l f .  But the  author iza t ion procedure is e s s e n t i a l l y  a 



forecas t  about the  fu ture ,  because i t  makes a judgment about t h e  ehaerractcr- 

i s t i c s  t h e  system w i l l  o r  would have. It is i n  f a c t  much more than a a i ~ n g l e  

forecas t ,  because it must be a model which peranits one t o  say h a t  would 

happen i f  c e r t a i n  things were t o  occur. I n  t h i s  regard t h e  systemic judgment 

is much more l i k e  a set of d i f f e r e n t i a l  equations i n  physics, where the 

boundary conditions can be changed and one can i n f e r  which events would occur 

under these  changes. 

It is  c l e a r  t h a t  t h e  author iza t ion of a d a t a  bank is  '"future reckon%ng*" 

We can now understand how pas t  reckoning is inseparable from fu tu re  

reckoning, because w e  need t o  make very s t rong and e f f e c t i v e  Judgmaaes 

about t h e  fu tu re  i n  order t o  be ab le  t o  use the  past  e f fec t ive ly ,  I might 

add t h a t  the  reverse is  a l s o  c lea r ;  t h a t  is t o  say, e f f e c t i v e  reckoning 

of the  past  is e s s e n t i a l ,  because e f f e c t i v e  judgraents aboue the  f u t u r e  of 

the  system must somehow draw on pas t  experience. Hence, fu tu re  reckoning 

is  non-separable from pas t  reckoning,and -- vice  versa. From these  remarks 

w e  can conclude t h a t  the  operations researcher ~ s t  adopt the  pos i t ion  I 

label led  "Integrated pas t  and future." 

m a t  relevance is a l l  of t h i s  discussion t o  the  a e c o u n t a n e X t  this 

conference w e  have been swinging between two posit ions:  the  one i n  which 

there  is ch ie f ly  a concern with t h e  pract ic ing accountant and h i8  problems 

of co l l ec t ing  in fomat ion ,  and t h e  o ther  with the  broader question of the 

accountant a s  an in fomat ion  co l l ec to r  and a s  an a id  t o  the  decision-maker, 

I would say t h a t  the  d i s t i n c t i o n  between t h e  two posi t ions  is  e s s e n t i a l l y  

the s t r a t e g i c  question a s  t o  whether o r  not t h e  accountant should be involved 

i n  aJhat I ca l l ed  authorizat ion of data  banks, i .e, ,  whether the  accountant 

should be involved i n  t h e  very d i f f i c u l t  problem of making adequate systemic 

judgments. One might adopt the  pos i t ion  t h a t  the  accountant e s sen t i a l ly  



gathers  the  data,  and t h e  author iza t ion  is made by the  lnanagers or by the  

l e g a l  system. This pos i t ion  would argue f o r  a s e p a r a b i l i t y  of the  

i n f o m a t i o n  system from the  decision making system, where the  accountant 

does one kind of job and the  managers o r  lawyers do t h e  o ther  kind of lob ,  

I th ink the  pos i t ion  is undoubtedly weak i n  tenas of system design, But 

t he  r e a l  i s s u e  depends, s o  t o  speak, on the  ambition of the  accounting 

profession. Does i t  wish t o  become hvo lved  i n  authorizing da ta  banks, 

and hence i n  making s t rong systemic j u d p e n t s ?  

I have argued elsewhere6 t h a t  i n f o m a t i o n  becomes measurement if the 

i n f o m a t i o n  is widely usable i n  a v a r i e t y  of contexts.  I gather  fran~ Borne 

of the  papers i n  t h i s  conference, e.g., Sprouse and Rappaport, t ha t  a t  

l e a s t  some aecountants do regard t h e i r  da ta  i n  terms of the  user  and h i s  

c h a r a c t e r i s t i c s ,  and a r e  seeking t o  make accounting a measurement process, 

Bf so ,  then I would i n f e r  t h a t  these  aecountants a r e  s t rongly  involved i n  

considerat ions of the  author iza t ion  of da ta  banks based on s t rong ayetcmic 

Judgments. 

In  concluding, I would l i k e  t o  make severa l  r e m r k e  about the "Integrated 

pas t  and future" podtition of a general  nature.  We a r e  going through an age 

where w e  a r e  reconsidering many of our t r a d i t i o n a l  human values, From the  

point  of view of science of the  l a s t  century, prec is ion ,  r i g o r ,  and elarftg 

were desiderata.  The s c i e n t i s t ,  it was believed, should become clear and 

p rec i se  about h i s  pos i t ion ,  and h i s  pos i t loa  should e s s e n t i a l l y  be a 

consis tent  one. These value8 l ed  t h e  scientists t o  regard deacript iona s f  

t h e  paet  i n  terns of t h e  "qual i ty  of the  reports.' ' Beports should be 

s p e c f f i c ,  concrete,  and Prnobjectionable. According t o  t h i s  paet value system, 

when w e  look a t  the  most v i t a l  event i n  the  l i f e  of a company say,  nmefy 

6 ~ r e d i c t i o n  and Optimal Decision, 1960. 



a "sale," one would tend t o  regard "dollar mount" and ""qantitg ordered" 

as  representing the highest qual i ty  a report  can a t t a in .  We note,  howavar, 

i n  terns  of our e a r l i e r  discussion, tha t  the  qual i ty  of being e lear  and 

preeise nsay be a t  variance with the qual i ty  of best  serving the uesr* mat 

does the stockholder think when he reade the l i n e  "gross 8ales""lB fhs I s  

sensible  he w i l l  wonder ""What might sa les  have been?" R e  is indeed raising 

the eounterfaetual question again. And the  answer t o  h i s  question m a t  be 

based on a strong s y s t m i c  jud-eat h i c h ,  I believe, w i l l  inevitably be 

mbiguous, not c lea r  and precise,  and cer ta inly  not unobjectioxaablg??. We live 

i n  a world where w e  have 00 maS=e strong systcnic judgnrcmta i n  order to make 

our decisions, but i f  we a t e  honest w e  w i l l  see tha t  we  w i l l  forever f a i l  

t o  f ind the  unobjectionable basis  f o r  these s y s t m i c  j udpen t s  t h a t  authorize 

ehe use of ce r ta in  data  banks. So the  qual i ty  of the  report  as a concept 

has chaaged i n  tens  of  a new s a t  of values. On the  posi t ive  s ide ,  t h i s  

nevs set of values represent a willingness t o  be a s  honest asr possible about 

the basis  of our dec i s ion -d ing .  Along with t h i s  wl l l inmees goes, by 

necessity, the  need t o  accept aaibiguity, vagueness and i n c a p l e t @  eonaansue 

as eseent ia l  qua l i t i ee  of our reports. 

I would l i k e  t o  close with a very general philosophical opinion about 

which I hope there w i l l  ba considerable debate, f o r  debage is  thct., eseanca 

of evergrthing I have discussed i n  terns of systemic judgments. 

I real ize ,  a s  Norton Bedford has, t h a t  we  have beem develspang a 

cul ture  h i c h  pays more and more respact t o  the future--to what i t  wAP1 be 

or should be--in 1984, 2000, o r  10,000, But i n  t h i s  paper I have really 

been putt ing i n  a plea fo r  our respect t o  the past ,  t o  what i t  was #and 

might have been. It is r ea l l y  qui te  disrespectful  fo r  us t o  assume t h a t  the 

past  was simple and easy t o  describe. What was it l i k e  t o  be aktve i n  the 



year 18001 No mount of h t s t o r i c a l  data could possibly probe the  depth and 

complexity of such a question, The past  is a s  deep a% uncertal%ntp and 

mbigui ty  as is the  future,  

m i l e  I appreciate the  urge f o r  accounting t o  l i lnit  and define b t s  

task,  I a l so  appreciate the  need f o r  it t o  expand its horiaoncl and to Iden t i fy  

its a l l i e s  who a r e  a l l  thase who are  devoting t h e i r  lives ~ B I  the  warah%p b i  

the past, There was a t in r e  *en basic science regarded i t s e l f  as one fam 

of the  adoration of a d .  The r i t u a l  of t h i s  f o m  of worship of God by 

worshipping the past  en t a i l s  the  enornous and heroic task of t e l l i n g  t h e  

future. 




